ACTUARIAL STATUS OF THE TRUST FUNDS

0Old-age, survivors, and disability insurance benefit payments will
increase for many years--not only in dollars but also as a percentage of
taxable payroll. long-range estimates are needed, therefore, to show
how much the cost is likely to increase and to indicate whether the
scheduled tax rates are adequate.

The cost of benefits to aged persons, which constitute almost 85
percent of the total cost, will rise for several reasons. The U.S.
population will almost certainly become relatively much older on the
average. A relatively older population will result because the present
aged population is made up of the survivors from past periods when death
rates were much higher than they are now. Also, after the turn of the
century, the larger birth cohorts of the 1940's and 1950's will be
attaining retirement age. Thus, in the future, relatively more persons,
both in total and in each cohort, will attain age 65 and older ages.

The cost of the program is closely related to the ratio of the
population aged 65 and over (potential beneficiaries) to the population
aged 20-64 (potential contributors). On June 30, 1963, this ratio was
17.9 percent. In a stationary population that would result if present
death rates were applied to a constant annual number of births the
ratio would be 25.2 percent, but such a situation is not likely to occur
within the next century. Ultimately this ratio may become even greater
than 25 percent because decreases in mortality below present rates would,
in a stationary population, have the effect of increasing the proportion
at the oldest ages.

Another reason for the increasing cost is that the proportion of

the aged population eligible for and receiving benefits will increase.
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Scuz of the proscnt nerscons aged 65 and over were mot in covered employwment
iong enougza Lo ovuain venefits, or, in the case of widows, their husbands
were not sufficiently long in covered employment. Although the system
began in 1937, many jobs were not covered until 1951 or 1955. It is es-
timataed that the puoportion of the aged population eligible for some type
c? berafit urnder the system will increase from the present level of about
80 percent to between 95 and 98 percent by the end of the century.

Sizce the long-term future cost of the old-age, survivors, and dis-
ability insurance program will be affected by many factors that are d4iffi-
cult to determine, the assumptions used in the actuarial cost estimates
zay differ widely and yet be reasonable. The long-term cost estimates
for the pregram as it was changed by the 1961 azzndments (shown for 1970
e=d therezfter) are presented here on a range basis to indicate the plausible
voriation in future costs depending on the actual trends that develop for
t-2 verious cost fectors. Both the low- and high-cost estimates are based
ca cssumptions that represent clese to full employment, with the average
exnual esrnings remaining at about the level that prevailed in 1963. Each
cstimate provides data on texeble payroll and contributions and on bene-
ficiaries snd benefit paymants for every future year. The data are pre-
sented here Tor selected future years. All figures are assumed to remain
constant aiter 2050.

It is considered likely, although by no means certain, that actual
costs as a percentage of taxable payroll will lie between the low-cost
and high-ccst figures. Also, a single estimate of costs is needed as a
guide in considering proposed legislation and developing tax schedules
inteaded to moke the system self-supporting. For these reasons, an in-
termediate-cost estimate is prepared, in which numbers of beneficiaries,
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amount of benefit payments, and texable payrolls are teken halfway between
the low-cost and high-cost figures. The internediate percentage-of-payroll
figures are obtained by dividing total benefit payments by taxable payroll,
each on the intermediate basis, and are therefore not exactly equal to the
average of low-cost and high-cost percentege-of-payroll figures.

Table 18 shows benefit-payment costs for selected years and the
corresponding level-costs, all expressed &s percentages of texable payroll,
under each of the three estimates. The level-cost of the program is the
constant combined employer-employee tax rate that, together with a tax on
the self-cmployed at 75 percent of such combined rate, would exactly pay
for all future benefits and administrative expenses, after making allowance
for the effect of the future interest earnings of the existing trust fund
and for all other future interest earnings. It should be noted that these
level-cost computations are based on estimated experience for the rising
benefit costs into perpetuity (but assuming that the system reaches maturity
in about 75 years and that the expenditures, in terms of dollars, level off
after the year 2050). Obviously, if a level-cost were obtained for a period
of, say, 75 yeers into the future, it would be somewhat lower than on a
perpetuity basis. All percentage-of-payroll figures are ad justed so that
they represent the tax rate that employees and employers combined, and the
self-employed at three-quarters of the combined rate, would have to pay in
any given year to meet exactly the disbursements in that year.

Tables 19 and 20 show, for each set of estimates, the contributionms,
benefit payments, administrative expenses, amount paid to or received
from the railrosd retirement system, and the balance in the trust funds

for selected years.
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Teble 18.--Isiimcted costs of old-: 712, survivors,—7nd disability

insurance system =s percent of payroll?/, 1963 level-
earnings essuxptions, 1970-2050

(In percent)

Calcendar Lov-cost High-cost Intermzdiate-
NecTaky csoLrate esvimate cost estimale

Old~Age and survivors insurance benefits

1970 T.2% T.74% T.k9
1680 7.4 8.93 3.39
1990 8.05 10.27 9.08
20C0 7.28 10.16 8.58
2025 8.16 1%.1k4 10.21
2050 ¢/ 10.17 14.86 11.98
Ievel-ccost 7.63 10.09 8.71
Diszbility insurance benefits
1570 €0 13 67
1880 «59 .73 .66
190 .54 73 .63
20C0 .Sk 75 .63
2025 .61 82 .70
2050 65 .86 .Th
Level-costS 57 Th .6l

e/

Y,

Taking into acccunt the lower contribution rate for the self-
eumployed, as coupared with the eccibined employer-employee rate.
_.zcd on the avercses of the dollar contributions and dollar
costs under the low-ccst and high-cost estimates.

Lzvel contribution rate, at an interest rate of 3.25 percent
for hi~h-cost, 3.50 percent for intermediate-cost, and 3.75
percent for low-cost, for benefits after 1663, taking into
acccunt interest on the trust fund on December 31, 1963,
Puture administrative expenses, the railroad retirement finan-
cial interchange provisions, reimbursement for additional cost
of noncontributory credit for military service, and the lower
contribution rates payable by the self-emrloyed.
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Table 19.~-Estimated progress of old-sge and survivors insurance trust fund, 1963

level earnings assumption®
(In millions)

Adrainis-  Financisl Fund at
Calendar Contribu- Benefit trative inter- Interest end of

year butions vayrents expenses changeg/ on fund yearé/

Actual date
1955 $ 5,713 $ 4,968  $119 $7 $ Lbsh  $ 21,663
1956 6,172 5,715 132/ 5 526 22,519
1957 6,825 T, 347 1629/ 2 556 22,393
1958 7,566 8,327 194 -124 552 21,864
1959 8,052 9,842 184 -282 532 20,141
1960 10,866 10,677 203 -318 516 20, 324
1961 11,285 11,862 239 -332 5kg 19,725
1962 12,059 13,356 256 -361 526 18,337

Iow-cost estimate
1970 $20, 764 $18,125 $323 -$385 $ 1,248 $ 40,269
1980 27,340 23,998 393 - 115 3,378 97,409
1990 32,354 29,330 ko9 30 6,023 170,867
2000 38,575 31,666 515 80 10,549 298,251
2025 51,374 k7,268 731 110 38,272 1,065,318

High-cost estimate

1970 $22,241 $18,875 $374 -$Lbs5 $ 929 $ 31,823
1980 25,677 25.A89 Lok - 185 1,711 55,097
1990 28,32k 32,621 550 - 50 1,249 Lo,k91
2000 31,805 36,301 603 0 e/ e/

2025 35,953 53,222 807 30 e/ e/

Intermediate-cost estimate

1970 $22,502 $18,499 $348 -$415 $ 1,061 $ 35,984
1980 26,508 24,843 k31 - 150 2,448 75,507
1990 30,339 30,974 510 - 10 3,410 103,363
2000 35,190 33,983 559 L0 k,562 138,633
2025 43,66k 50,246 769 70 10,236 30k,076

g/ Interest rates of 3.25 percent for high-cost, 3.50 percent for intermediate-
cost, and 3.75 percent for low-cost, were used in determining the level-cost,
but in developing the progress of the trust fund, varying rates in the early
years were used, which--when averaged over a long period of time--are equiva-
lent to such fixed rates.

g/ These figures are artifically high because of the method of reimbursements be-

tween this trust fund and the disability insurance trust fund (and, likewise,

the figure for 1959 is too low).

A positive figure indicates payment to the trust fund from the railroad retire-

ment account; a negative figure indicates the reverse.

Not incluling emounts in the railroad retirement account to the credit of the

old-age and survivors insurance trust fund. In millions of dollars, these amounteg

to $377 for 1953, $28k4 for 1954, and $163 for 1955, $60 for 1956, and nothing

for 1957 and thereafter.

e/ Fund exhausted in 1999.

Note.-~Contributions include reimbursement for additional cost of noncontributory

credit for militery service.

L
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Table 20. --Estimated progress 87 disability insurance trust fund, 1963 level
earnings assumption=

(In millions)

Adminis- Financial Fund at
Calendar Contri-  Benefit trative inter:/ Interest end of
year butions payments expenses change on fund year
Actual data
1957 $ 702§ 57 $ 5§J/ -- $ 7§ e
1958 966 2hg 12 - 25 1,379
1959 891 k57 50 $ 22 40 1,825
1960 1,010 568 36 5 53 2,289
1961 1,038 887 6l -5 66 2,h37
1962 1,046 1,105 66 - 11 68 2,368
Low-cost estimate
1970 $1,30%  $1,k67 $ 90 -$17 $ 0 $ 99
1580 1,565 1,739 ol 2 af Y4
1990 1,852 1,903 92 5 &/ Y
2000 2,207 2,269 102 5 a/ a/
2025 2,936 3,454 145 5 a/ a/
High-cost estimate
1970 $1,271 $1,733 $110 -$23 e/ e/
1980 1,467 2,024 116 - 8 e/ e/
1990 1,619 2,233 119 - 5 e/ e/
2000 1,818 2,591 136 -5 e/ e/
2025 2,054 3,206 165 -5 e/ e/
Intermediate-cost estimate
1970 $1,288 $1,601 $100 -$20 $ 6 $ 127
1980 1,516 1,881 105 -3 £/ £/
1950 1,735 2,068 106 0 £/ f
2000 2,013 2,429 119 0 £/ £/
2025 2,495 3,329 155 0 £/ £/

g/ Interest rates of 3.25 percent for high-cost, 3.50 percent for intermediate
cost, and 3.75 percent for low-cost were used in determining the level-cost,
but in developing the progress of the trust fund, varying rates in the early
years were used, which--when averaged over a long period of time--are equiva-
lent to such fixed rates.

These figures are artificially low because of the method of reimbursements
between the trust fund and the old-age and survivors insurance trust fund
(and, likewise, the figure for 1959 is too high).

A positive figure indicates payment to the trust fund from the railroad re-
tirement account; a negative figure indicates the reverse.

Fund exhausted in 197k.

Fund exhausted in 1969.

Fund exhausted in 1971.

ote.--Contributions include reimbursement for additional cost of noncontributory
credit for military service.

<

SIL Y

b
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% should be emphesized that dollar figures projected for so many
yeers into the future have only limited significance because of changes
that ere likely to occur in the general economy, as well as in the system
itself. What is really the most significant are relative figures such as
those in table 18 showing the benefit costs as a percentage of taxable

payroll.
For old-age and swurvivors insurance, annual benefit payments as a

percentage of payroll are less than or close to the scheduled tax rates in
the eerly future years, but they eventually rise well above the ultimate
combined employer-employee rate of 8% percent. For disability iunsurance
the benefit payments are higher than the present-level combined employer=-
employee tax rate of % percent for every future year.

To measure the extent to which the financing arrangements of the
system result in a surplus or deficiency, a level rate equivalent to the
actual increasing contribution rates has been computed, taking into account
future interest. The level-equivelent rate of contributions minus the
level-cost of benefit payments and administrative costs expressed as &
percentage of taxable payroll (after making allowance for the interest-
carning effect of the existing trust fund), gives the amount by which the
contribution rate in all years would have to be changed to put the system

in exact long-range balance according to the estimate. A negative figure
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would indicate that za izercose in the tax rate is needed to mcke the
system self-surportinz. IHowever, cozsidering the variability of long-
ronge cost esticaies exnd certain elements of conservatism believed to
be prescss in the cctizates, sn2ll negative figures are not considered
~ignificant.

The lozz-range belcnce of the system is shown by the following
level-equivclent costs and contributicas, expressed in percentages of
taxeble Toyroll, which are couputed as of the beginning of calendar
yeer 1S54, et interest raites of 3.25 percent for high-cost, 3.50 percent

for intermadiate-cost, acd 3.75 percernt for low-costi:

(In percent)
Intermezdiate-~
Ttem lowv-cost High-cost cost
0ld-age and survivors insurance

N
Contributions 8.61 8.61 8.61
Eenefit Cost 7.63 10.09 8.71
Iwt difference .98 - 1.48 - .10

Disability iasurance

5
Con:ribution§7/ .50 .50 .50
Benefit cost .57 cTh Nan
Net difference - .07 - 2k - W1k

;/ Rased on adjusted payroll that reflects the lower contribution
rete Jo.r the self-ewployed as compared with the combined employer-
employce rate.

g/ Including adjustments (&) to reflect lower contribution rate for
the self-employed as compared with the combined ewployer-employee
rate, (b) for interest on existing trust fuand, (c¢) for administra-
tive expenses, (d) for the railroad retirewmsnt financial inter-
change provisions, and (e) for reimbursement of military-wage-
credits cost.
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The lack of ectuarial balance of the old-age and survivors insurance

program (0.10 percent of taxable payroll on the intermediate-cost basis)

is within the acceptable limit of variation of 0.25 percent of taxable
payroll trat has been used frequently in the past by the congressional
ccamittees which deal with this progran. The disability insurance program
has & lack of actuarial balance of 0.l4 percent of taxable payroll, which

is well sbove the corresponding acceptable limit of variation of 0.06 percent

of taxable payroll.

If the intermediate-cost estimate had been based on a higher in-
terest rate than 3.50 percent (which is somewhat above the current average

being earned by the total investmants of tke trust funds, although consider-
ably below the prevailing market rate of interest on long-term Government
obligations, which is currently about 4.0 parcent), the lack of actuarial
valance of the cozbined program would have been considerably less than

0.24 percent of taxable payroll. In fact, if an interest rate of 4 percent
had been assumed, the combined actuarial deficit of both programs would
have been virtually eliminated.

If the experience exactly follows the assumptions, future compu-
tations would show a gradual increase in the actuarial lack of balance
under the intermadiate-cost estimate for both the old-age and survivors
insurance system and the disabilitly insurance system. The reason for this
is thet interest accumilations increase any surplus in the system, but the
failure to accumulate &ll interest incoms that would have been earned in
an exactly-belanced system increases any deficit. In the case of a sur-
plus, the excess contributions actually earn interest, while a deficit
grows because of the gbsence of the anmual interest that would have been
ecxrned if the contributions required for balance had been paid. It is
estirzted that because of this effect the present deficiency of 0.24 per-
cent of taxeble peyroll would increase to 0.28 percent by the year 1970

if all elements of the assumptions hold true.
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Continuing study of the emerging experience under the progrem provides
a basis for prompt chanzes in the tax rate or other changes that may be
necessary to keep the systenm froa growing excessively out of actuarial
balence in either direction.

It is importent to note that these estimates are made on the assump-
tion that eernings will remain at about the level prevailing in 1963. If
esrniznzgs levels rise, as they have in the past, the benefits and the tax-
eble ecraings base under tkz prozram will undoubtedly be modified. If such
changes ere made concurrenily end proportionately with changes in general
eernings levels, and if the experience follovws all the otker assumptions,

be future year-by-year costs of the syctem as a percentage of taxable
peyroll would be the swne &s those sharma. However, the existing trust
fund accumulaied in the pasi, end its interest earnings, will represent

a smaller proporiion of the future taxeble payrolls than if earnings were
pot to increzse in future years. As a result, since interest eainings of
the trust fund will play & relatvively smaller role in the financing of the
system, the "net" level-cosi--teking into eccount benefit payments, adminis-
trative expenses, and interest on the existing trust fund--would be some-
what higher. However, the level-cost mignt not rise this much, or might
even decline, if benefit adjustments do not fully reflect rising earnings.
Agein, the effect of such events can be observed in ample time to make
any needed changes in the contribution schedule or any other appropriate
changes in the system.

Tais analysis includes the benefits and contributions in respect to
all persons enticipated to be covered in the future under present statutory
provisions end not merely (a) the benefits to be paid to workers who have
been covired by the system in the past and to their dependents and survivors,

(b} the future taxes to be paid by such workers, and (c) the existing trust
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frad A1 insurcace comnsny must et up reserves equal to all currently

it carznot compel individuals o become new

accrued liabilities, since
c=d must be in a position at any time so that in the fu

wolicyholders
it can poy all ben s that will beconz due with respect ©o its presen
Ture

erd past policykolders, using only its present assets and the fui
be paid by present policyholders.
system thet will conmtixuve in-

preziums t In analyzing the aciuarial

cornlition of = ccmpulsory social insurance :
ts should

es for all

cefinitely, the income end outzo with respect L0 new enir

rowarly te included, thus obvicting the need to set up reser
Pro: J J

currently eccrued iiebilities.
ch these estlimates have

t.zn made is presented ia eappendix I.
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MEDIUM-RANGE COST ESTIMATES

The preceding sections have presented both short-range cost
estimates (for the next 5 years) and long-range cost estimates (for
many decades into the future) for the old-age, survivors, and dis-
abllity insurance system. The 1957-58 Advisory Council on Social
Security Finencing indicated, among its recommendations, the
desirability of a medium-range cost estimate covering a period of
15 to 20 years (the 19th Trustees Report contains the full text of
the Advisory Council's Report). These estimates, it was suggested,
should teke into account possible variations in economic factors,
such as level of earnings and level of employment, as well as
variations in demographic factors.

Tables 21 and 22 present two medium~range projections based
on different assumptions. For both projections, it is assumed that
economic actlvity will have normal expansion throughout the period,
with employment increasing steadily and with the average total
earnings of each covered worker increasing at an annual rate of
3 percent. In the first one (Table 21) > the maximum taxable earnings
base 1s assumed to remain at its present level of ‘$4,800 per year,
while for the second one (Table22),the base is assumed to be kept
up-to-date, i.e., it is assumed that the base is changed periodiceally
so as to cover about the same proportion of totel earnings that was
covered in 1963 by the $h,800 base. These assumptions imply that
for the first projection, of the estimated 65-percent increase in

average earnings that will occur in the 1963-80 period, only
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19 percent, or close 1o 30 percent relatively, will be taxable
under the program, due to the dampening effect of the fixed maximum
taxable earnings base. For the second projection, the entire
65-percent increase will be texable because of the constant up-
deting of the earnings base.

It is assumed for the first projection that all provisions
of the leaw would remain as they were at the end of 1963. This
projection 1s based on dynamic earnings-lavel assumptions and

stetic benefit-provision assumptions. However, over the l7-year

period covered by the estimiles, change: 41 undoubtedly t rade.

The purpose of this estimate is to indicate the size of th. .inancial
ccaxzitments of present law even though it is recognized that the law
itself would undoubtedly be chenged during the period. The extent and

timing of these changes are, of course, unpredictable.

It is assumed for the second projection that the maximum taxable earn
ings base and the benefit provisions of present law are amended periodically
so that the relationships ercng total earnings, taxable earnings, and
teaefit experiitures during each of the years 1963-80 under the
euwerded law are the same as those shown in the long-range intermediate-
cost estimates prepared on level-earnings assuuptions. The cost
estimate shown in Table22 is, therefore, very similar to the long-

range cost estimate if costs are considered in terms of percentages

of taxable payroll, but it has the advantage of presenting dollar
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figures of a more realistic magnitude. This projection, accordingly,
is based on dynamic earnings-level assumptions, combined with an assumption
that the law is freguently amended to keep the system fully up-to-date.

As shown in Tables 21 and 22, according to the medium-range
estimates, the old-age and survivors insurance trust fund grows
more or less steadily through the period up to 1980--reaching in
1975 about $79 billion in the first projection and about $6h billion
in the second one. For 1980, the corresponding figures for the
balance in the trust fund are $120 billion and $89 billion. 1In
1980, estimated contribution income exceeds benefit outgo by about
20% under the assumptions of dynamic earnings-level conditions and
static benefit provisions, but by only 7% under the "double dynemic"
assumptions basis.

The disability insurance trust fund, according to the medium-
range estimates, decreases continuously until it is finally exhausted
in about 1970 to 1972. In 1980, estimated contribution income is
about 10% lower than benefit outgo under the assumptions of dymamic
earnings-level conditions and static benefit provisions, and by
about 20% under the "double dynamic" assumptions basis. It is
evident that the proportion of the total contribution income of
the program that is now allocated to the disability insurance trust

fund will support it for a decade at most.
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Taeble 2l.

Estimated progress of trust funds, increasing earnings ai7umption, fixed earnings base

and equivalent 3.50 percent interest rate basisl
(in millions)

Calendar ?/ Benefit Administra- Financial Interest Fund at

Year Contributions payments tive expenses interchange on fund year end
0ld-age and survivors insurance trust fund
1975 $28,0u8 $22,206 $4h5 -$315 $2,51k $ 19,177
1980 31,465 26,073 ‘512 - 150 3,895 120,265
Disability insurance trust fund

1975 1,605 1,811 116 - 10 g/ g/
1930 1,799 1,987 125 -3 B/ 5/

l/ On the same basis as used to develop the trust funds for the long-range intermediate cost
estimates in Tables 19 end 20

3/

a8 negative figure indicates the reverse.
4/ Fund exhausted in year 1972.

g/ Includes reimbursement for additional cost of noncontributory credits for military service.
3/ A positive figure indicates payment to the trust funds from the railroad retirement account;



Table 22. Estimated progress of trust funds, increasing earnings and benefits assumfyions,
variable earnings base and equivalent 3.50 percent interest rate basis
(in millions)

Calendar g/ Benefit Administra- Financial _/ Interest Fund at
Year Contributions payments tive expuiises interchange on Fund year end
Old-age and survivors insurance trust fund
1975 $35,01L7 $30,798 $556 -$llig $2,012 $6k,272
1980 43,814 h1,062 712 - 248 2,831 88,821
Disability insurance trust fund
1975 2,005 2,483 1h45 - 1k g/ %/
1980 2,506 3,100 17k -5 &/ &/

l/ On the same basis as used to develop the trust funds for the long-range intermediate cost
estimates in Tables 19 and 20.

g/ Includesreimbursement for additional cost of noncontributory credits for military service.

2/ A positive figure indicates payment to the trust funds from the railroad retirement account;
a8 negative figure indicates the reverse.

L/ Fund exhausted in year 1970.



CONCLUSION

Considering the old-age and survivors insurance and the disability
insurance portions of the program together, the new cost estimates made
recently show that the actuarial balance is substantially improved over
what it was before the new estimates were prepared (i.e., as compared
with what was shown in the previous report) so that the system as &
whole continues in close actuarial balance. The balances of each of
the two portions of the program, however, are differently affected.

The balance of the old-age and survivors insurance program is shown to
have improved--by 0.07 percent of taxable payroll on a level-cost basis--
but the balance of the disability insurance program is shown to have re-
mained the same. According to the new intermediate-cost estimates, there
is now & lack of actuarial balance of 0.10 percent of taxable payroll im
the old-age and survivors insurance sysiem (1 percent relatively, as com-
pared with contribution income) and of 0.l4 percent of taxable payroll

in the disability insurance system (28 percent relatively, as compared
with contribution income).

The Board of Trustees recommends that there be a small reallocation
of future contribution income between the old-age and survivors insurance
trust fund and the disability insurance trust fund. It is recommended that
0.1 percent of taxable wages and 0.075 percent of taxable self-employment
income that now goes into the old-age and survivors insurance trust fund
should be allocated to the disability insurance trust fund. Such a reallo-

cation of the total contribution rate between the two portions of the progral
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would, of course, not affect the overall actuarial balance, but it
would make for a more reasonable subdivision between them.

After such a reallocation, the combined employer-employee con-
tribution rate of 7% percent for calendar year 1965 would be subdivided
6.65 percent for the old-age and survivors insurance trust fund and .60
percent for the disability insurance trust fund. The subdivision for
all future years and for the employer-employee rate and the self-employed

rate would then be as follows:

Calendar Year C(Calendar Years Calendar Years

Ttem 1965 1966-67 After 1967
Employer-employee, total T.25 8.25 9.25
OASI 6.65 7.65 8.65
DI .60 .60 .60
Self-employed, total 5.40 6.20 6.90
OASI 4.95 5.75 6.45
DI A5 45 45

After such a reallocation is made, the lack of actuarial balance
of the old-age and survivors insurance portion of the system would,
according to the intermediate-cost estimate, be 0.20 percent of taxable
payroll (2 percent relatively, as compared with contribution income),
while that for the disability insurance portion would be 0.0k percent
of taxable payroll (7 percent relatively, as compared with contribution
income )--each being within the acceptable limit of variation mentioned
previocusly. Thus, on the basis of the present long-range cost estimates,
not only the program as a whole, but also each of the two subdivisions,
would be in close actuarial balance. It may be noted that under condi-

tions of actuarial balance, the system will have sufficient income from
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contributions (based on the tax schedule now in the law) and from in-

terest earned on investments to meet benefit payments and administrative
expenses indefinitely into the long-range future.

Under section 217(g) of the Social Security Act, as amended, the
trust funds are to be reimbursed from general revenues for the additional
costs that were incurred after August 1950 with respect to benefits based
on credits for military service performed at some time during the period
from September 16, 1940, through December 31, 1956 (for which no contri-
butions were paid). No reimbursements, however have been made to date
for these costs. The Board of Trustees, therefore, strongly recommends
enactment of proposed legislation that would result in a supplemental
appropriation request of $60 million, as described in the 1965 Budget

of the United States, submitted to Congress in January 196h.
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